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O R D E R  

INTRODUCTION 

On J a n u a r y  1 8 ,  1 9 8 4 ,  t h e  Kentucky Public Serv ice  Caniniasion 

i n  its Order i n  Case No. 8847l placed a m o r a t o r i u m  o n  f u r t h e r  

expansion of South C e n t r a l  B e l l  T e l e p h o n e  Coinpany's ("SCB's" 1 

o p t i o n a l  local m e a s u r e d  service ("LMS") t a r i f f 2  i n  Kentucky. I n  

t h a t  case, SCB a l l e g e d  t h a t  o p t i o n a l  LMS promoted e c o n o m i c  

e f f i c i e n c y ,  e q u i t a b l e  f a t e s ,  u n i v e r s a l  s e r v i c e  and p r o v i d e d  t h e  

consumer  t h e  o p p o r t u n i t y  t o  c o n t r o l  h i s  t e l e p h o n e  costs. However, 

i n  r e v i e w i n g  S C B ' s  o p t i o n a l  LMS t h e  Coinmission f o u n d  that SCB had 

f a i l e d  t o  docuinent  t h e  i n c r e m e n t a l  cost of LMS, forecast  demand 

and  c o n s t r u c t i o n  e x p e n d i t u r e s  u n d e r  LMS p r i c i n g ,  prepare s t u d i e s  

to deinonstrate t h a t  LMS rate8 track costs,  and develop costs! 

b e n e f i t  s t u d i e e  of LMS. The Coinrnission f o u n d  t h a t  SCB's pricing 

s t r a t e g y  f o r  o p t i o n a l  LMS would l e a d  t o  v i r t u a l l y  a l l  c u s t o m e r s  

Notice of S o u t h  C e n t r a l  B e l l  T e l e p h o n e  Compeny of a n  
Adjustment 5n Its I n t r a s t a t e  Rates and C h a r g e s .  

Local Measured S e r v i c e  i 8  a insthod of pr ic lnq  local talephone 
s e r v i c e  b a s e d  o n  t h e  time of d a y ,  number ,  d l a t a n c e  and  
d u r a t i o n  of calls. 



e v e n t u a l l y  s u b s c r i b i n g  t o  LMS w i t h o u t  a n  e x p r e s s  Coirunission p o l i c y  

d e c i s i o n  t h a t  t h e  LMS r a t e  s t r u c t u r e  w a s  proper. B e c a u s e  of t h e  

l a c k  of i n f o n n a t i o n  a n d  a n a l y s i s  of LMS t h e  Coinmission i n d i c a t e d  

i ts  i n t e n t i o n  t o  c o n c e n t r a t e  o n  t h e  LMS p r i c i n g  c o n c e p t  i n  a more 

g e n e r a l  forum.  

On November 15, 1 9 8 4 ,  t h e  Coinmission e s t a b l i s h e d  A d i n i n i s t r a -  

t i v e  Case No. 285.3 The p u r p o s e s  of A d m i n i s t r a t i v e  Case No. 285 

w e r e  t o  d e v e l o p  t h e  i n f o n n a t i o n  a n d  a n a l y s e s  r e q u i r e d  for proper 

e v a l u a t i o n  of LMS and  t o  assist t h e  Coinmission i n  t h e  d e v e l o p m e n t  

of d s t a t e w i d e  p o l i c y  o n  t h e  p r i c i n g  of t e l e p h o n e  service o n  a 

usage sens i t i ve  b a s i s .  Because of SCB's a n d  General T e l e p h o n e  

Company's c o n t i n u i n g  i n t e r e s t  t h e  Coinmission r e q u i r e d  t h e s e  

t e l e p h o n e  u t i l i t i e s  t o  p r e p a r e  research proposals p r o v i d i n g  t he i r  

r e s e a r c h  ob jec t ives ,  s c o p e  a n d  i n e t h o d o l o g i e s  t o  be u s e d  i n  t h e  

e x p e r i m e n t .  I n  a d d i t i o n ,  t h e  Coinmission set f o r t h  t h e  i n f o n n a t i o n  

and d a t a  r e q u i r e m e n t s  of t h e  experiment  i n  Append ix  A of t h e  Order 

i n i t i a t i n g  t h e  i n q u i r y .  The i n f o n n a t i o n  i n c l u d e d  s u c h  u n i q u e  d a t a  

as cost of t r a f f i c - s e n s i t i v e  p l a n t ,  price e l a s t i c i t y  estimates f o r  

on-peak  u s a g e  a n d  u s a g e  by d e i n o g r a p h i c  subset. F i n a l l y ,  t o  

o v e r s e e  t h e  e x p e r i m e n t  and  t o  p r o v i d e  coneuinor  a d v i c e  and corninent 

t h e  C o ~ n ~ n i s s i o n  e s t a b l i s h e d  a n  LWS Overs ight  C o m m i t t e e 4  w h i c h  w a s  

to  meet p e r i o d i c a l l y ,  r e c e i v e  r e p o r t s  on t h e  e x p e r i m e n t  

An I n v e s t i g a t i o n  i n t o  t h e  Econoinic F e a s i b i l i t y  of P r o v i d i n g  
Local Measured  S e r v i c e  T e l e p h o n e  R a t e s  i n  Ken tucky .  

See Appendix  A for Membersh ip  L i s t .  
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a n d  provide  f e e d b a c k  o n  t h e  proposals. T h e  LHS O v e r s i g h t  

C o i r u n i t t e e  h a s  met q u a r t e r l y  and  m i n u t e s  h a v e  been m a i n t a i n e d .  

On May 1, 1 9 8 6 ,  SCB p r o v i d e d  Notice to t h e  PSC of its i n t e n t  

to change rates in the Bowling  G r e e n  wire c e n t e r .  On Way 9 ,  1986, 

SCB f i l e d  i t s  proposed t a r i f f  c h a n g e s  w i t h  t h e  PSC. SCB proposed 

to  iinpleinent a inandatory local lneaeured service t r i a l  In B o w l i n g  

G r e e n  for the  poriod beginning  J u l y  1, 1986,  a n d  r u n n i n g  t h r o u g h  

December 31, 1986 .  I n  a d d i t i o n  t o  i ts  p r o p o s a l  for Bowling  G r e e n ,  

SCB r e q u e s t e d  t h a t  t h e  PSC l i f t  i ts  m o r a t o r i u m  o n  o p t i o n a l  LMS i n  

e x c h a n g e s  with t h e  63 p r e f i x  i n  L o u i s v i l l e  for t h e  same period of 

t i i n e  . 
On May 21,  1986 ,  t h e  C o r n i n i s s i o n  h e l d  a p u b l i c  h e a r i n g  f o r  

purposes of c r o s s - e x a m i n i n g  w i t n e s s e s  of SCB o n  t h e  proposed 

m a n d a t o r y  LMS t r i a l  i n  Bowl ing  G r e e n .  The  h e a r i n g  was h e l d  as 

s c h e d u l e d  a n d  a l l  i n f o n n a t i o n  r e q u e s t e d  a t  t h e  h e a r i n g  h a s  been 

provided.  S u b s e q u e n t  to  t h e  h e a r i n g ,  t h e  A t t o r n e y  G e n e r a l ' s  

O f f i c e  and  Harold T e l e p h o n e  Coinpany r e q u e s t e d  a n d  w e r e  g r a n t e d  

i n t e r v e n o r  s t a t u s .  

LMS Rate Experiment  

Disagreement w i t h  the p r o p o s e d  u n i v e r s a l  LMS rate e x p e r i m e n t  

has been expressed by r e s i d e n t i a l  and b u s i n e s s  consuiners at both 

t h e  rato h e a r i n g  and  a t  a public i n e e t l n g  h n l d  i n  Bowl ing  Greon on 

June 17, 1986.  The c o n c e r n s  c e n t e r e d  a r o u n d  f i v e  f u n d s l n e n t a l  

f s s u e a .  First, r e e i d e n t i a l  consumers are concerned with t h e  

R e p r e s e n t a t i v e s  of SCB a n d  t h e  S t a f f  of t h e  Coinmission were 
p r e s e n t  t o  r e c e i v e  coininents froin the public.  
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method used t o  select  Bowl ing  G r e e n  as  t h e  s i t e  for t h e  i n a n d a t o r y  

LMS t r i a l .  S e c o n d ,  c o n s u m e r s  are  c o n c e r n e d  t h a t  Bowl ing  G r e e n  

r e s i d e n t s  were n o t  g iven  the option of s e l e c t i n g  LMS b u t  i n s t e a d  

were placed i n v o l u n t a r i l y  o n  LMS. T h i r d ,  r e s i d e n t i a l  c o n s u m e r s  

expressed t h e  belief t h a t  t h e  iinpleinentation of i n a n d a t o r y  measured 

service w i l l  r e s u l t  i n  a r e v e n u e  w i n d f a l l  for SCB a n d  a d v e r s e l y  

affect  t h e  Bowl ing  Green area. Fourth, residential c o n e u ~ n e r s  w e r e  

c o n c e r n e d  t h a t  t h e  LMS t r i a l  would  be made p e n n a n e n t  a t  t h e  e n d  of 

a &month p e r i o d .  F i n a l l y ,  B o w l i n g  G r e e n  c o n s u m e r s  w e r e  c o n c e r n e d  

t h a t  t h e  Bowling Green  w i r e  center w o u l d  be r e s p o n s i b l e  for a n y  

a d d i t i o n a l  expenses associated w i t h  t h e  LMS experi ioent .  

The Coinmission w i s h e s  t o  e m p h a s i z e  t h a t  i t  h a s  made e v e r y  

e f f o r t  to m i n i m i z e  the i m p a c t  o n  i n d i v i d u a l  r a t e p a y e r s  of t h i s  

6-month e x p e r i m e n t .  A c c o r d i n g  t o  SCB's s t u d i e s  of c u r r e n t  usage 

p a t t e r n s ,  7 0  p e r c e n t  of Bowl ing  G r e e n  r a t e p a y e r s  w i l l  e x p e r i e n c e  a 

r e d u c t i o n  i n  t h e i r  b i l l s  for local telephone service d u r i n g  t h i s  

period. Those r a t e p a y e r s  whose c u r r e n t  usage would  i n d i c a t e  

h i g h e r  b i l l s  u n d e r  LMS will have t h e  o p p o r t u n i t y  to  keep t h e s e  

increases to  a n  a b s o l u t e  minilnuin by l i m i t i n g  the number a n d  l e n g t h  

of t h e i r  t e l e p h o n e  ca l l s .  I n  any e v e n t ,  t h e  r a t e s  w i l l  be c a p p e d  

6 0  t h 4 t  no r e s i d e n t i a l  cufttorner w i l l  pay more t h a n  $ 2 1 . 5 0  per 

inonth and  n o  b u s i n e s s  c u s t o i n e r  will pay more than $ 5 6 . 6 0  pet 

month ,  no matter how many calls ate made. 

I n  A d m i n i s t r a t i v e  Cas0 No. 285 t h e  Coininission r e q u i r e d  bo th  

G e n e r a l  T e l e p h o n e  Company and  SCB t o  s t a t e  t h e  c r i t e r i a  u e e d  i n  

t h e i r  s e l e c t i o n  of LMS s t u d y  e x c h a n g e s .  SCB a n a l y z e d  t w o  w i r e  

c e n t e r s ,  Bowling Green a n d  L o u i s v i l l e  T h i r d  Street, as possible 
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c a n d i d a t e s .  I n  s e l e c t i n g  t h e  e x p e r i m e n t  o r  t r i a l  site SCB s t a t e d  

t h a t  i t  u s e d  t h r e e - p a r t  s e l e c t i o n  c r i te r ia .  F i r s t ,  t h e  t e c h n o l o g y  

n e c e s s a r y  t o  measure local t e l e p h o n e  usage had  t o  be i n s t a l l e d  i n  

t h e  c e n t r a l  o f f i c e .  Second ,  t h e  s i t e  d o e s  n o t  c u r r e n t l y  h a v e  and 

h a s  n o t  p r e v i o u s l y  o f f e r e d  o p t i o n a l  LMS so t h a t  t h e  i n f o r m a t i o n  

g a t h e r e d  would  b e  u n b i a s e d .  F i n a l l y ,  t h e  d e m o g r a p h i c  c h a r a c t e r -  

istics of t h e  p r o p o s e d  site must be comparable w i t h  s t a t e w i d e  

d e m o g r a p h i c  c h a r a c t e r i s t i c s .  S i n c e  bo th  si tes met t h e  f i r s t  t w o  

r e q u i r e m e n t s ,  SCB c o n t r a c t e d  w i t h  t h e  Urban S t u d i e s  C e n t e r  a t  t h e  

U n i v e r s i t y  of L o u i s v i l l e  t o  coinpare t h e  d e i n o g r a p h i c s  of t h e  two 

si tes  w i t h  t h e  s t a t e .  The r e s u l t  of t h e  s t u d y  d e m o n s t r a t e d  t h a t  

the Bowling Green  s i t e  d i d  p r o v i d e  a b e t t e r  d e m o g r a p h i c  m a t c h  w i t h  

t h e  s t a t e  t h a n  t h e  L o u i s v i l l e  s i t e .  SCB p r o p o s e d  t h a t  t h e  B o w l i n g  

Green wire center serve as its s t u d y  area f o r  m a n d a t o r y  LMS. 

A m a j o r  c o n c e r n  of t h e  Coinmission h a s  been  t o  o b t a i n  s t u d y  

r e s u l t s  t h a t  w i l l  be u s e f u l  i n  d e t e r m i n i n g  a s t a t e w i d e  LMS p o l i c y .  

I t  is t h e  o p i n i o n  of t h e  Cotninission t h a t  t h e  B o w l i n g  G r e e n  d a t a  

w i l l  b e c a u s e  of i ts  d e m o g r a p h i c  c h a r a c t e r i s t i c s  p r o v i d e  i n f o n n a -  

t i o n  t h a t  c a n  be a p p l i e d  t o  t h e  s t a t e  a s  a who le .  

S i n c e  the p u b l i c  h e a r i n g  on  May 2 1 ,  1986 ,  t h e  Coimnission h a s  

s p o n t  a con8iderable amount of time r e v i e w i n g  A d m i n i s t r a t i v e  Case 

No. 285 and t h e  i n f o r m a t i o n  requirements n e c e s s a r y  t o  e v a l u a t e  LMS 

in Kentucky.  The i n f o r m a t i o n  and  a n a l y s i s  d e v e l o p e d  i n  t h e  e x p e r -  

i r n e n t  will be K e n t u c k y - s p e c i f i c  and is not available froin other 
s o u r c e s .  SCB c o n t e n d s  t h a t  t h e  LMS r a t e  s t r u c t u r e  is inore e q u i t a -  

b l e ,  w i l l  l e a d  t o  inore e f f i c i e n t  u s e  o f  t h e  t e l e p h o n e  p l a n t ,  and  

w i l l  c o n t r i b u t e  t o  u n i v e r s a l  s e r v i c e .  The  r a p i d l y  c h a n g i n g  
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s t r u c t u r e  of t h e  t e l e p h o n e  i n d u s t r y  inakes i t  i n c u m b e n t  upon t h e  

Coinmission t o  c o n s i d e r  a l l  p r i c i n g  op t ions  i n  meeting t h e  f u t u r e  

t e l e p h o n e  n e e d s  of Ken tucky  c o n s u m e r s .  T e l e p h o n e  a n d  te lecarninuni-  

c a t i o n s  s e r v i c e s  a r e  becoining more and  inore e s s e n t i a l  t o  econo in ic  

d e v e l o p m e n t  as  Ken tucky  a n d  t h e  n a t i o n  move i n t o  t h e  i n f o r i n a t i o n  

age. E s t a b l i s h i n g  t h e  proper p r i c i n g  for  these s e r v i c e s  is v i t a l  

t o  e n s u r i n g  t h a t  K e n t u c k y  prospers i n  t h i s  new e ra .  O n l y  t h r o u g h  

g a t h e r i n g  i n f o r i n a t i o n  froin t h e  Bowl ing  Green  s t u d y  c a n  a proper 

e v a l u a t i o n  of LMS be made for Ken tucky .  The  Coinmission is of t h e  

o p i n i o n  t h a t  t h e  LMS t r i a l  is n e c e s s a r y  f o r  i ts  e v a l u a t i o n  of LHS 

a n d  t h a t  i t  s h o u l d  be u n d e r t a k e n .  

Soine B o w l i n g  G r e e n  r e s i d e n t s  a re  c o n c e r n e d  t h a t  t h e  t r i a l  

period for u a i v e r s a l  LMS w i l l  be inade pennanent w i t h o u t  f u r t h e r  

p r o c e e d i n g s .  The  Coinmission w i s h e s  t o  inake  a b s o l u t e l y  clear t h a t  

w e  h a v e  n o  p r e d i s p o s i t i o n  toward t h e  LMS r a t e  s t r u c t u r e .  If t h e  

C o i n m i s s i o n  had c o n s i d e r e d  t h a t  LMS w a s  a n  appropr ia te  r a t e  s t r u c -  

t u r e ,  w e  wou ld  n o t  h a v e  p l a c e d  a i no ra to r iu in  o n  f u r t h e r  e x p a n s i o n  

of o p t i o n a l  LMS. I n s t e a d  w e  wou ld  h a v e  e n c o u r a g e d  i t .  The  Coin- 

m i s s i o n  stresses t h a t  a l t h o u g h  it e n d o r s e s  t h i s  e x p e r i m e n t ,  a f t e r  

t h e  t r i a l  period i n  Bowl ing  Green t h e  data g a t h e r e d  w i l l  h a v e  t o  

be a n a l y z e d ,  e v a l u a t e d ,  and  a d d i t i o n a l  h e a r i n g s  h e l d  o n  t h e  costs 

and  b e n e f i t s  of LMS. 

S e v e r a l  c u s t o m e r s  v o i c e d  c o n c e r n  t h a t  t h e y  wou ld  n o t  receive 

c a l l  d e t a i l  o n  t h e i r  LMS u s a g e  d u r i n g  t h e  t r i a l  per iod a n d  t h u s ,  

c o u l d  n o t  v e r i f y  t h e i r  l oca l  t e l e p h o n e  b i l l .  A t  p r e s e n t ,  SCB 

c a n n o t  p r o v i d e  a n  i t e m i z e d  s t a t e m e n t  of l oca l  c a l l s .  The Coimnie- 

s i o n  sha res  t h e s e  c u s t o i n e r s *  c o n c e r n s ,  however ,  a n d  w i l l  r e q u i r e  
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SCB t o  adopt a written policy on how i t  will a d d r e s s  disputed LHS 

b i l l s  d u r i n g  t h i s  t r i a l .  

F i n a l l y ,  there  is c o n c e r n  t h a t  t h e  Bowl ing  G r e e n  area w i l l  be 

r e s p o n s i b l e  for a n y  a d d i t i o n a l  expenses a s s o c i a t e d  w i t h  t h e  LHS 

t r i a l .  To a l l e v i a t e  t h i s  c o n c e r n ,  t h e  Coininission w i l l  r e q u i r e  SCB 

t o  s e p a r a t e l y  a c c o u n t  for t h o s e  i n c r e m e n t a l  e x p e n s e s  associated 

w i t h  t h e  LMS t r i a l .  F u r t h e n n o r e ,  t h e  C o m m i s s i o n  f i n d s  t h a t  t h e s e  

expenses s h o u l d  n o t  be r e c o v e r e d  from Kentucky  r a t e p a y e r s ,  b u t  

i n s t e a d  s h o u l d  be b o r n e  by SCB's s t o c k h o l d e r s .  

Ra te  S t r u c t u r e  

I n  p r o p o s i n g  i ts  u n i v e r s a l  LMS t a r i f f  for Bowling G r e e n ,  SCB 

h a s  attempted t o  d e v e l o p  a rate s t r u c t u r e  t h a t  w i l l  g e n e r a t e  

e s s e n t i a l l y  t h e  sane level of r e v e n u e  d u r i n g  t h e  period of the 

e x p e r i m e n t  as would  h a v e  b e e n  g e n e r a t e d  u n d e r  f l a t  rates. The 

u s a g e  r a t e s  i n c l u d e d  in t h e  p r o p o s e d  t a r i f f  w e r e  priced a t  or 

above t h e i r  i n c r e m e n t a l  costsO6 A f t e r  a n a l y z i n g  t h e  usage charac- 

t e r i s t i c  developed in t h e  September 1985 t h r o u g h  December 1985 

t r a f f i c  s t u d y ,  SCB d e t e r m i n e d  t h e  r e v e n u e  t h a t  wou ld  be collected 

t h r o u g h  t h e  proposed u s a g e  rates. The  r e s i d e n t i a l  and b u s i n e s s  

access rates w e r e  t h e n  s e t  r e s i d u a l l y  g i v e n  a r e v e n u e - n e u t r a l  

objective.  F i n a l l y ,  SCB proposed c a p p i n g  LMS rates a t  $21 .50  for  

m o n t h l y  r e s i d e n t i a l  s e r v i c e  a n d  $ 5 6 . 6 0  for m o n t h l y  business 

service d u r i n g  t h e  period of the t r i a l .  

The Commission i n  r e v i e w i n g  t h e  p r o p o s e d  rate s t r u c t u r e  has 

b e e n  c o n c e r n e d  w i t h  two areas .  F i r s t ,  to  the lnaxilnuln extent 

I n c r e m e n t a l  C o s t  S t u d y  p r o v i d e d  i n  Adin. Case N o .  285.  

-7-  



poss ib le ,  t h e  u s a g e  ra tes  s h o u l d  be e q u a l  t o  or e x c e e d  t h e  i n c r e -  

m e n t a l  cost of t h e  s e r v i c e  i n  order to  e n c o u r a g e  e f f i c i e n t  u s e  of 

t h e  t e l e p h o n e  p l a n t .  S e c o n d l y ,  t h e  Coininission h a s  s o u g h t  to  make 

t h e  o v e r a l l  r e v e n u e  impact o n  Bowl ing  Green  froin t h e  LHS t r i a l  

r e v e n u e - n e u t r a l .  To e n s u r e  t h a t  t h e  r e v e n u e  impact is n e u t r a l  t h e  

Coimnission w i l l ,  a t  t h e  c o n c l u s i o n  of t h e  t r i a l ,  require SCB t o  

r e f u n d  a l l  revenue collected w h i c h  exceeds t h e  r evenue  i t  wculd 

h a v e  o t h e r w i s e  collected w i t h  f l a t  r a t e s .  The  e x c e s s  r e v e n u e  

s h o u l d  be r e f u n d e d  to t h e  r a t e  c l a s s  t h a t  g e n e r a t e d  it. Any 

r e f u n d s  s h o u l d  be p r o v i d e d  a s  credi ts  o n  t e l e p h o n e  b i l l s  i n  t h e  

s e c o n d  mon th  f o l l o w i n g  the c o i n p l e t i o n  of t h e  t r i a l  p e r i o d .  W i t h  

these s a f e g u a r d s  t h e  Coininission is  c o n v i n c e d  t h a t  t h e  p r o p o s e d  

rate s t r u c t u r e  now addresses both  of t h e  a b o v e - s t a t e d  c r i t e r i a .  

W e  will, t h e r e f o r e ,  a d o p t  t h e  t a r i f f s  a s  p r o p o s e d  b y  SCB. 

A t  t h e  h e a r i n g  o n  May 2 1 ,  P a u l  Warnecke ,  Director, D i v i s i o n  

o f  T e l e c o i n i n u n i c a t i o n s ,  D e p a r t m e n t  for F a c i l i t i e s  Management,  

Cotninonwealth of K e n t u c k y ,  r e q u e s t e d  t h e  Cointnission e x c l u d e  W e s t e r n  

Kentucky U n i v e r s i t y  ("'WKU") f r o i n  t h e  u n i v e r s a l  LMS t r i a l .  As t h e  

b a s i s  f o r  t h i s  r e q u e s t ,  W r .  Warnecke  f i l e d  a l e t t e r  froin Robert  

W i l t s h i r e ,  S u p e r i n t e n d e n t ,  E l e c t r o n i c s ,  U t i l i t i e s  a n d  Coininunica- 

t i o n  a t  WKU, w h i c h  i n d i c a t e d  t h a t  WKU would  be u n a b l e  t o  provide 

p r o p e r  price s i g n a l s  t o  f a c u l t y  and  s t u d e n t s  w i t h o u t  s u b s t a n t i a l  

changee  i n  t h e i r  h i l l i n g  me thods .  The l e t t e r  a l so  i n d i c a t e d  if 

the proper pr ice  signals were t o  be provided  i t  would r e q u i r e  a 

e u b e t a n t i a l  i n v e s t m e n t  by  WKU. M r .  W i l t s h i r e  s t a t e d  t h a t  w i t h o u t  

t h i s  i n v e s t m e n t  t h e  LWS t r i a l  would  r e s u l t  in a cost i n c r e a s e  of 

a p p r o x i m a t e l y  $10,000 i n  W K U ' e  t e l e p h o n e  b i l l s  for t h e  6 m o n t h s  of 
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t h e  trial. On June 23, 1986, WKU f i l e d  a formal r e q u e s t  for 

e x c l u s i o n  froin t h e  LMS t r i a l  i n  a l e t t e r  froin M r .  W i l t s h i r e .  N o  

other fonnal r e q u e s t s  for e x c l u s i o n  froin t h e  t r i a l  were received. 

I n  r e s p o n s e  t o  WKU's r e q u e s t  SCB h a s  i n d i c a t e d  t h a t  WKU 

c u r r e n t l y  h a s  95 PBX t r u n k s  of w h i c h  79 t r u n k s  a re  for s t u d e n t  u a e  

and  t h e  other 1 6  t r u n k s  are for a d m i n i s t r a t i v e  purposes. SCB 

c o n t e n d s  t h a t  i t  has the a b i l i t y  to isolate  a n d  m e a s u r e  t h e  usage 

o n  t h e  1 6  t r u n k s  u s e d  for administrative p u r p o s e s  w h i l e  e x c l u d i n g  

t h o s e  s t u d e n t  t r u n k s  upon w h i c h  proper price s i g n a l s  cannot be 

provided. T h e r e f o r e ,  SCB recoininends i n c l u d i n g  o n l y  t h e  16 t r u n k s  

c u r r e n t l y  used f o r  a d m i n i s t r a t i v e  p u r p o s e s  i n  the LMS t r i a l .  

f n  r e v i e w i n g  WKU's r e q u e s t  for e x c l u s i o n  froin the LHS t r i a l  

the Coinmission is c o n c e r n e d  w i t h  the equity of e x c l u d i n g  a n y  u s e r .  

However,  t h e  Coinmission is a l so  c o n c e r n e d  t h a t  t h e  d a t a  ga thered  

in t h i s  t r i a l  r e f l e c t  customer r e s p o n s e s  t o  price s i g n a l s  in order 

t h a t  t h e  u s a g e  r e s p o n s e  c a n  be m e a s u r e d .  To t h e  e x t e n t  t h a t  WKU 

is t e c h n o l o g i c a l l y  u n a b l e  t o  provide proper price s i g n a l s  t o  i t a  

s t u d e n t s ,  the Coinmission c o n c u r s  w i t h  WKU t h a t  s t u d e n t  r e s p o n s e  

would be u n a f f e c t e d  b y  u s a g e  s e n s i t i v e  p r i c i n g .  The  Coinmission 

will therefore e x c l u d e  W K U  from the LHS e x p e r i m e n t .  

O p t i o n a l  LMS in L o u i s v i l l e  

SCB h a s  p r o p o s e d  as a part of i t a  Phase I1 study t h a t  t h e  

Coirunission l i f t  i ts  m o r a t o r i u m  o n  o p t i o n a l  LMS i n  e x c h a n g e 8  w i t h  

t h e  63 p r e f i x  i n  L o u i s v i l l e .  I n  s u p p o r t  of t h e  r e m o v a l  of t h e  

m o r a t o r i u m  SCB c o n t e n d 8  t h a t  t h e  pre- and  post-LMS data collected 

from t h e s e  e x c h a n g e s  w i l l  p r o d u c e  more re l iable  a n d  a c c u r a t e  price 

el a8 t i c i t y  est h a t e s .  I n  a d d i t i o n ,  SCB asserts that v a l u a b l e  
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demographic and  c a l l i n g  d a t a  can be d e r i v e d  froin reinoving t h e  

mora to r i  uin . F u r t h e r ,  SCB c o n t e n d s  i t  w i l l  p r o v i d e  important 

i n f o n n a t t o n  i n  t h e  e v a l u a t i o n  of o p t i o n a l  LMS. 

The Coinmission w i l l  t e m p o r a r i l y  remove i ts  m o r a t o r i u m  o n  

o p t i o n a l  LMS i n  t h o s e  L o u s i v i l l e  e x c h a n g e s  w h e r e  the p r e f i x  b e g i n s  

w i t h  63. The Coininission will, h o w e v e r ,  limit t h e  lifting of t h e  

inoratoriuin t o  t h e  p e r i o d  froin J u l y  1, 1986 ,  t h r o u g h  December 31 ,  

1986. A t  t h e  e n d  of t h i s  6-month t r i a l  a l l  c o n s u m e r s  w i l l  r e v e r t  

back to t h e  flat rate o p t i o n .  The Coinmission w i l l  r e q u i r e  SCB t o  

n o t i f y  consumers of t h i s  o p t i o n  a t  t h e  t h e  t h a t  t h e y  select  

o p t i o n a l  LMS i n  t h e  6 3  e x c h a n g e .  Furthermorer t h e  Coininission w i l l  

r e q u i r e  SCB t o  transfer t h e s e  consuiners back t o  f l a t  r a te  service 

w i t h o u t  a s e r v i c e  c h a r g e .  

FINDINGS AND ORDERS 

The Coinmission,  a f t e r  c o n s i d e r a t i o n  of t h e  e v i d e n c e  of record 

and  being advised, is o f  t h e  o p i n i o n  and  f i n d s  t h a t :  

1. The r a t e s  a s  p r o p o s e d  f o r  Bowl ing  Green by SCB are fair, 

j u s t  and r e a s o n a b l e .  

2 .  The m a n d a t o r y  LMS t r i a l  for Bowling  Green s h o u l d  p r o v i d e  

i m p o r t a n t  i n f o n n a t i m  n e c e s s a r y  to  t h e  e v a l u a t i o n  of LMS i n  

Ken tucky  . 
3. All PBX t r u n k s  p r o v i d i n g  s e r v i c e s  t o  WKU should be 

e x c l u d e d  froin t h e  e x p e r i m e n t  d u e  t o  the c o s t  of p r o v i d i n g  p rope r  

signals during the e x p e r i m e n t .  

4 .  The temporary l i f t i n g  of t h e  o p t i o n a l  LMS m o r a t o r i u i n  i n  

the L o u i s v i l l e  6 3  p r e f i x  w i r e  c e n t e r  should p r o v i d e  i n f o n n a t i o n  
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n e c e s s a r y  f o r  e s t i m a t i n g  p r i ce  e l a s t i c i t i e s  a n d  s h o u l d  provide 

o t h e r  i n f o r m a t i o n  f o r  e v a l u a t i n g  o p t i o n a l  LMS i n  Ken tucky .  

5 .  Custoiners s e l ec t ing  opt ional  LMS i n  t h e  m u i s v i l l e  63 

p r e f i x  e x c h a n g e  s h o u l d  be t r a n s f e r r e d  back t o  f l a t  r a te  service a t  

t h e  e n d  of t h e  o p t i o n a l  LMS t r i a l .  

6. To t h e  e x t e n t  t h a t  SCB's m a n d a t o r y  LMS t a r i f f  g e n e r a t e s  

r e v e n u e  i n  e x c e s s  of t h e  amount  t h a t  is g e n e r a t e d  u n d e r  t h e  f l a t  

rate t a r i f f ,  SCB s h o u l d  r e f u n d  t h e  e x c e s s  t h r o u g h  a c red i t  o n  t h e  

c u s t o m e r ' s  b i l l  o n  t h e  s e c o n d  m o n t h  a f t e r  t h e  c o n c l u s i o n  of t h e  

e x pe r im e n t . 
7. SCB s h o u l d  track a l l  expenses of t h e  LMS t r i a l  €or 

Bowling  G r e e n ,  m a i n t a i n  a f u l l  record of a n y  i n c r e m e n t a l  e x p e n s e s  

and those expenses s h o u l d  be b o r n e  by SCB's s t o c k h o l d e r s .  

8 .  SCB s h o u l d  adopt a w r i t t e n  p o l i c y  e x p l a i n i n g  h o w  i t  w i l l  

address  d i s p u t e d  LMS b i l l s  d u r i n g  t h i s  t r i a l .  

I T  IS THEREFORE ORDERED t h a t :  

1. SCB's m a n d a t o r y  LMS t a r i f f  for t h e  Bowl ing  G r e e n  w i r e  

center be a n d  i t  h e r e b y  is a p p r o v e d  on  a n  e x p e r i m e n t a l  b a s i s  t o  

re ina in  i n  effect for t h e  p e r i o d  J u l y  1 ,  1 9 8 6 ,  t o  December 3 1 ,  

1986.  

2. SCB's r e q u e s t  t o  l i f t  t h e  ino ra to r iu in  o n  o p t i o n a l  LMS i n  

t h e  63 e x c h a n g e  i n  L o u i s v i l l e  be a n d  it h e r e b y  is g r a n t e d  €or 

p u r p o s e s  of t h i s  e x p e r i m e n t  and t h e  ino ra to r iu in  s h a l l  be r e sumed  o n  

J a n u a r y  1, 1987 .  

' 3. SCB s h a l l  t r a c k  a l l  e x p e n s e s  of t h e  LMS t r i a l ,  m a i n t a i n  

a f u l l  record of a n y  i n c r e m e n t a l  e x p e n s e s  associated w i t h  t h e  LMS 

t r i a l  and  t h o a e  e x p e n e e e  s h a l l  n o t  be b o r n e  by r a t e p a y e r s .  
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4. A t  t h e  c o n c l u s i o n  of t h e  LMS t r i a l ,  SCB s h a l l  r e f u n d ,  by 

credi t  t o  c u s t o m e r s '  b i l l s ,  a n y  e x c e s s  r e v e n u e  g e n e r a t e d  froin LHS 

r a t e s  t h a t  would  o t h e r w i s e  n o t  h a v e  b e e n  charged u n d e r  f l a t  r a t e  

local  e x c h a n g e  s e r v i c e .  

5 .  WKU's PBX t r u n k s  s h a l l  be e x c l u d e d  froin t h e  LHS t r i a l .  

6. SCB s h a l l  n o t i f y  consuiners  c h o o s i n g  op t iona l  LMS i n  the 

63 e x c h a n g e  i n  L o u i s v i l l e  b o t h  o r a l l y  a n d  c o n f i n n  t h i s  n o t i f i c a -  

t i o n  i n  w r i t i n g  a t  t h e  time t h e y  order o p t i o n a l  LHS aarv ice  t h a t  

o n  J a n u a r y  1, 1987,  t h e  m o r a t o r i u m  w i l l  a g a i n  a p p l y  a n 8  all con-  

s u m e r s  w i l l  r e v e r t  t o  f l a t  r a tes .  

7. SCB s h a l l  r e v e r t  a l l  c o n s u m e r s  t o  f l a t  r a t e  s e r v i c e  a t  

t h e  c o n c l u s i o n  of t h e  LHS t r i a l  w i t h o u t  service charge.  

8 .  SCB s h e l l  a d o p t  a w r i t t e n  p o l i c y  e x p l a i n i n g  how it  w i l l  

a d d r e s s  d i s p u t e d  LMS b i l l s  d u r i n g  t h i s  t r i a l  and s h a l l  f i l e  t h i s  

p o l i c y  w i t h  t h e  Coirunission w i t h i n  20 d a y s  o f  t h e  d a t e  o f  t h i s  

O r d e r .  

Done a t  F r a n k f o r t ,  K e n t u c k y ,  t h i s  30th day of June, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

S e c r e t a r y  
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APPENDIX TO A N  ORDER OF THE P U B L I C  S E R V I C E  COMMISSION 
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LMS OVERSIGHT COMMITTEE 

J a n  Teensina - ALLTEL K e n t u c k y ,  I n c .  

John D. H i n k l e  - Kentucky  R e t a i l  F e d e r a t i o n ,  I n c .  

Ben mutt - Office of t h e  Attorney G e n e r a l  

R. P. F l o y d  - C i n c i n n a t i  Bell T e l e p h o n e  

Ray W h i t e n e r  - U t i l i t y  Ratecut ters  of Ken tucky  

Stewart Wenzel - ( C o n s u l t a n t  to U t i l i t y  Ra tecu t t e r s )  

Pred G e r u f n g -  S o u t h  C e n t r a l  B e l l  T e l e p h o n e  Company 
David Kaetz 

Robert H. M i t c h e l l  - G e n e r a l  T e l e p h o n e  Company of t h e  South 
R o b e r t  A l b r i g h t  
Wayne N e l s o n  

W i l l i a m  Hagruder - Duo C o u n t y  T e l e p h o n e  Cooperative 

B i l l  C l i n g e n p e e l  - C o n t e l  S e r v i c e  Corp. 

W. H. Fanner - Kentucky  T e l e p h o n e  Associat ion 

Jeff Z a h n e r  - M u l t i - C o i n  S y s t e m s ,  I n c .  

E. K .  B r i s t o w  - Special Advisory Coinmission of S e n i o r  C i t i z e n s  

Rand E. Kruger  - A t t o r n e y  for Kentucky  Hospi ta l  Assoc. 

C .  Kent Hatfield - R e p r e s e n t i n g  HCI T e l e c o m m u n i c a t i o n s ,  C O r p .  
R e n d r i c k  R. Riggs 

Hr. William H. F a n e ,  111 - C o i n - T e l ,  Inc .  

Ma. Mary Lynn C o l l i n s  - L e g i s l a t i v e  R e s e a r c h  Co1mnla6fon 

M t .  J. Paul Warnecke - Director, D l v i e i o n  of T e l e c o i n i n u n i c a t i o n e ,  
Depar tinen t for Fac i 1 i t i e s Man ageinen t 


